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The U.S. Postal Service has over 1,000 self-service
postal centers located throughout the country and 371 additional
centers are on order for deployment in fiscal years 1977 and
1978. Revenues received from those centers in operation for at
least 1 year indicate that a large percentage are being
underutilized. In addition, Postal Service Headquarters does not
currently have adequate criteria for use by regional and
district management in deploying the 371 centers on order and
has no assurance that the sites with the greatest potential for
measurable operating cost reductions will be selected by the
regions. Findings/Ccnclusions: The Service does not have
effective ccntrol over its inventory of self-service centers and
could not account for all of the centers. Self-service centers
may be showing a more favorable cost/revenue ratio becauce not
all costs are beirg considered. Technicians routinely visit
self-service centers to remove cash, replenish stock, and test
the equipment. Many centers are overserviced. Recommendations:
The Fostal Service shculd not use existing site selection
criteria for “eplcying the 371 new centers now scheduled fcr
fiscal years 1977 and 1978. The Service should deploy the new
centers only to those sites where the regions determine :hat
measurable operating ccst reductions or cost avoidance w:.1l1l
result or vwhere there is a need to test the new site selection
criteria currently being developed. (SC)



Jaunus te Hurow

" UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20548

GENERAL GOVERHMENT

: DIVISION . o . o JuL 18 1917
¥ B~114874
N\
O

The Honorable Benjamin F. Bailar
Postmaster. General
United States Postal Service
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Dear Mr, Bailar; | - .
- . - r »

* S L e ’ :
The General Accounting Office has been conducting a
survey of the nostal Service's retail operations including
the self-servite vostal center program. While we have not _
completed our survey, there are a few matters relating to thg’
self-service centers which warrant your attention. '-
The Service has over 1,000 centers located throuahout the
country and 371 additional centers on order for devloyment in
- fiscal years 1977 and 1978. Based on revenue received frcm these
centers in operation for at least one year, it aprears tnat a
large percentage are being underutilized. Moreover, Service
Headquarters does not currently have adequate criteria for
~use by regional wad district management in derloy.na the 371
centers on order and has no assurance that the sites with the
greatest potential for measurable orerating cost reductions
will be selected by the regions. _ .

\\ |

N In addition, we noted that ] .
--inventory feéords on'self-service centers are iInccmplete,
~-center operating costs are undetstate@, and
. —=—Some centers are overserviced.

- Additional details are provided below,

GGD-77-75
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BACKGROUND

The Postal Service implemented the self-service postal
center program in October 1964 tc provide convenient service
for the public and to increase its overating efficiencv,

A Postal Service official told us public convenience shoulg
be enhanced because customers can curchase opostal preducts
and mail -letters and parcels at self-service centers without
goirg to post offices or without waiting for window clerks
to serve them. She also told us operating efficiency should
be enhanced because there is less demand for wincdow service
at post offices, thereby requiring fewer window clerks or
fewer new facilities, .

te® o
v.‘.‘

The.Service had over~1,000 centers deployed across the
nation by the end-of fiscal year 1976. Vhile the program's
growth has been:staghated in recent years because the Service
did not purchase' any rew centers, it is being rejuvenated with
orders for 181 centers to be aerloyed in fiscal year 1977 and
190 centers for 1978. These centers will cost apr ‘oximately *°
$5.10 million and will satisfy requests from the sService's V
regional coffices.

+# QUESTICNABLE DEPLOYMENT OF
SELF~SERVICE CCNTERS

The Postal Service has criteria for determining the most
cost beneficiz2l sites for deploying the self-service centers,
The criterix take into account such thinagas as the projected
revenve. surrounding communities, pedestrian traffic, and the
location of existing postal facilities. However, the criteria
were developed about 10 years ago, )

One site selection criterion is that each self-service
center generate at least $39,0(9 of revenue per year. The
revenue criterion was based on the Service's estimate of the
revenug required to keep self-service centers' costs to about
one-nalf of the cost to provide comparable services by rostal
clerks. Because the price of a stamp was $.06 and the cost
of retail window services was much less at the time the criterion
was developed, the Service's criterion may no longer be valid,

In a September 21, 1972, letter to the Service, we
Guestionad whether the site selection criteria were adequate,
and if adequate, whether they were beina followed because
almost half of the self-service centers were not meet.ing
the profitability criterion. In a response to our
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December 4, 13974, inquiry on the 1972 letter, the Service,
in February 1975, told us that the site selection criteria
were beinyg reviewed and modified. Recently, however, Service
officials responsible for the self-service center program
told us that no revisions were ever made.

Recent Service statistics covering fiscal years 1975 and
1976 show that 60 percent and 57 rercent of the self-service
centers, respectively, produced less than $39,000. Over one-
third bring in less than half this amount. (See apvendixes
I and II.) It appears, therefore, that & large percentage
of these centers are being underutilized and possibly they
coulé be of greater. -benefit- in other locations,

Tha*Serviqerjs\deveybping new site selection criteria,
but they will not be-effective until fiscal year 1979. The
new criteria aré-expected to interface with the existing
Retail Analysis“Program--an operations research tool decigned
to assist managers in selecting sites for rostal facilities
and in staffing post office retail counters. In the meantimé,
we were told that Service officials will uvse the existing site’
selection criteria to locate the new self-service centers costing
$2.08 million ir fiscal year 1977 and $3.02 million in fiscal
year 1978. ~

We discussed site selections with regional and district
officials who were to deploy 30 new centers in the secong.--
quarter of fiscal year 1977. From these discussions, we
learned that

-~district officials were not recuired to submit any

written justification for any of the 30 centers
being deployed, .

~=the regionai offices were not establishing priorities
for determining 30 sites with the greatest need ang
+-potential,

offices were designed to accommodate self-service
centers, and

--four sites were selected simply because the new post

-—one site was selected in a shopping center that is not
scheduled to be opened to the public for at least a
year.
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On January 31, 1977, we discussed these four pecints
with a headquarters V' ficial. We were told that the head-
quarters staff would calk with reagional officials about the
sites whichiwg believe have little apparent justification,

The Assistant Postmaster Generzl, Customer Services -
Department, issued a memorandum dated March 7, 1977, to the
Regional Directors of Customer Services Departments, restating
the program's objectives ang instructing the regions to be
quided by the Retail Analysis Program’s customer demand data
in deploying self-service centers. A Service official said
that twe additional memorandums were being drafted to reauire
the regions tc (1) submit written site selection justification
to headouarters for the.fiscal year 1977 equipment deplovment
and (2) encoura e better ‘Utilization of low-revenue self-service

centers.' . SRR

Conclusion and Fecommendation

4

The Postal Service should not use existing site selection
criteria for deploying the 371 new centers now scheduled for
fiscal years 1977 ang 1978, Ideally, the Service shouyid develoo
the new criteria ang use these to select suitable sites for
the 371 new centers. However, we realize that, 1if properly
located, deploying the centers as Soon as possible could enable
the Service to effect cost reductions in its retail operations
and thus contribute to reducing its financial pressures. _-¥We
endorse the actions already begun by the Service and recommend
that the Service c¢eploy the new centers cnly to thoce s: =g
where the regions determine that Teasurable operating c.
reductions or cost avoidance will result or where there i3
a need to test the new site selection criteria currently being
developed. ?

MYSCELLANECUS MATTERS FOR

YOUR CONSIDERATICN
r
During our survey of the self-service center program a
few matters came to nur attention which we thought you should
be aware of, while some of our work was limited in scope,
we believe the matters may have national implications,

Specifically, we noted that
--inventory records are inaccurate,
~-Some costs are not charged to the program, and

=~Some Centers are over-serviced,
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Inaccurate Inventorv Records

Oon September 21, 1972, we renorted to the Service that
it did not have effective.control over its inventory of self-
gervice centers and could not account for all of the centers.
We said that to mnanage this large quantity of eaquicrent 2roperly,
accurate tecords of self-service cauipment rurchased and on
hand, and its ultimate disposition, are essential,

hccording to Service officia.s responsible for the self-
service center projram, an inventory system was developed abouc
two years ago but it is not complete because it does not reflect
the actval location ~f all ,equipment. The officials explainegd
that district officjals’'do..not always report ecuicment that
has been' removed- or relpcated and the Headouarter's staff does
not always oromptly .submit the forms received from districts
for computer processing.

We continue to believe that it ‘-~ essential for the v
Service to keep an accurate account: of all self-service '
centars. : v

Some Costs Are Not Charged
To The Program

Self-service centers may be showing a more favorable cost/
revenue ratio because not all costs are being considercd... Fer
example, operatinyg cocts at the Northern Virginia Sectional
Center Facility were understated by about 245 percent,

Service officials at the Northern Virainia Sectional Cente:
Facility, told us that four technicians svent 100 percent of
their time on the self-service program. We determined that
only 31 percent of their labor hours were so revorted in fiscal
year 1976. A technician explained that the time he spends
counting money, completing and filing forms, and repcairing
equipment in the office was not charged to the program because
he believed that only the time spent at the ¢enters was to
be charged. 1In addition to the understatement of labkor used,
we found that utility costs were not charged to the wroaram
because of an aprarent oversight by the program and finance
officials.,

The following table shows the costs reported and the actual
costs for the lNorthern Virginia facilities. It also shows the
effect of the increased costs on the cost/revenue ratio.
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Northern Virainia Sectiosnal Center Facility
Self-Service rPostel Center Costs
(Fiscal Year 197¢) -

Coct ' Cbsts Costas Not Actual

Category Reported Reported Costs
Technician's labor § 11,906 $26,616 $ 38,522
Utilities _ - 2,558 _2,558
Total’ 11,378 29,171 . 81,080
Revenue .:+$344,844 - $344,844
Cost/revenue ratiowl ST 3% : 12%

s . f”

* . Lot . : ,

While' labor.~costs “in the Washington Sectional Center
Facility area apparently were proverly charged to the self-
service center program, utility costs were not. wWe could
not determine the imcact of this on the cost/revenne ratio - |

for those centers because officials could not identify or
estimate the -osts. _ '

We also noticed that other broblems exist at centers we
# visited with respect to cost attsibution. Overtime hours
ieported by technicians were charged to the prodram at the
stendard straight-time hourly rate, Also, the cost of ogera-
ting Government~ and employee -owred vehicles was not char<2d
te the program as required by headguarters orccedures. Couic-
ment depreciation is not includeg 4Ss a pregram operating cost.

While we did not attempt to determine hoy widespread
these practices are, they may not be isolated instances,
In 1974, the Postal Inspection Service reportea that alj
costs were not being charged in the Western Region.

Revising the cost report forms and clarifying instructions
could remedy these problems and provide accurate cost/revenue
data which is essential in evaluating the program as well as
the profitability of individual self-service centers.

Some Centers Are
Overserviced

Technicians routinely visit self-service centers to remove
cash, replenish stock, and test the equipvment. Postal Service
procedures state that the frequency of this routine servicing
should be related to the unit's cales volume--a unit earning
about $39,000 per year should not require servicing more than
once or twice a week.
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Althouagh the centers were desianed to hold substantial

amonnts of stock to preclude fregquent servicing, centers in the
Northern Virginia Sectional Center Facility area and the Prince
George's Management Sectional Center area were beiny se.viceg
daily. While & few of the centers may warrant daily servicina,
67 percent of the centers in the Northern Virginia area and 71
percent o0f the centers in the Princa Georges area earned less
than $39,000 in fiscal year 1¢76. Technicians in Washingten,
D.C.,-serviced centers two or three times a week even though

67 percent of the centers earned less than the $39,000 revenue

criterion in fiscal year 197s.

We discussed this matter with headquarter's officials who
told us that the servicing.criteria were valid. They agreed that
daily setvicing .of centers earning less than $39,000 per vear
was excessive and unnecdessary. They also agreed that daily
servicing resulted in non-productive work and, thus, increased
operating costs: : .

While our review was limited to areas around Washinagton,
D.C., we believe our findings have nationwide impact. 1Ip 2
March 1974, the Postal Inspection Service reported a similar

situation existing in the Service's Western Region,

The cest effectiveness of self-service centers could be
enhanced by the elimination of unnecessary servicing, therefore,
the Postal Service should ensure that its procecures for .the
freaquency of routine servicing are adhered to by local manage-
ment.

ad

Scope of Review :

Our survey is being conducted at headguarters and selected
postal facilities in the Washington, D.C. metropolitan area.
Selected aspects of the brogram were tested by a review of
operational reccrds and through discussions with headauarters
and sectional center facility officials. Site selection pro-
cedures used to locate new centers were discissed with officials
in all regions scheduled for new equipment in the second quarter
of fiscal year 1977.

Copies of this report are being sent to the Chairman,
Bouse Committee on Post Office and Civil Service; Chairman,

the Subcommittee on Nuclear Proliferation, Science Plannina and
Feder3sl Services of the Senate Governmental Affairs Committee;
and to the Chairmen of the aopropriate subcormittees of the

House and Senate Committees on Appropriations,
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We want to invite your attention to the fact that this
report contains recommendations to the Service. As you know,
section 236 of the Legislative Reorganization Act of 1970
reguires the head or-a Federal agency to submit a written
statement on actions taken on our recommendations to the
House Committees on Government Operations and the Senate
Committee, cn Governmental Affairs not later than 60 days
after the date of the report and to the House and Senate
Committees on Aoprooriations with the agency's first request
for appropriations made more than 60 days after the date of
the report. '

We would appreciate being advised of actions you plan

- to take on the recommendations contained in this report and

-will be glad to discuss them in greater detail with you or
your stdffJif'yog'dg§in§. . '

B . Sincerely yours,

Vel
Victor L., Lowe
Divector

1

tt
"
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. APPENDIX I | - APPENDIX I

SELF-SERVICE POSTAL CENTERS THAT

EARNED_ LESS THAN Ti © MINIMUM REVENUE OBJECTIVE 1/

(PISCAL YEARS 1975 AND 1576)

’ ' 1975 1976
Region Number ~ Percent Number Percent
Northeastern oo 83 75.0 72 77.4
Eastern s _  _.° ™ g5 68.5 82 65.6
Southern . o217 3.6 101 56,3
Central L1220 " 61.3 120 58.3
Western 113 45.7 111 44.0:
Total 600 60.3 576 56.7

s == ===
1/Includes all self-service centers in operation for at least
one year. i
v



.'  DRPENDIX II - _ APPENDIX IJ

REVENULZ STRATIFICATICN FOR SELF-SERVICE

CENTEPRS THAT EAFNED LESS THAN

THE MINIMUM REVENUE OBJECTIVE 1/

(FISTAL YEAR 1976)

N.East Eastern Southern Central Western a Cumulactivy
Revenue Reaion Region Reaion Region Reaion Total Total
4,000 T S 3 - 6 A
$4,001 - _ ST e
9,000 ‘9 K 1l - 13 . 8 5 36 | _42
$9,001 - : | Al
14,000 19 16 28 10 11 84 :126
$14,001 ~ |
14,000 9 10 34 17 14 84 210
$19,001 -~ ‘
24,000 10 18 23 21 14 -8¢ .- 296
$24,001 - |
25,000 .8 13 . 31 20 26 9¢ 394
$29,001 - . .
. 34,000 10 13 42 20 26 111 505
$34,001 -
39,000 4 11 20 21 15 71 576
o
TOTAL 72 82 191 120 ‘111 576 575

1/Includes all self-service centers in operation for at least one
-year. .

10






